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LOW PRICES. HIGH ELEC TR IC RATES, W ILDFIRES
NEGATIVELY AFFECT MONTANA FOREST PRODUCTS INDUSTRY
MISSOULA Low prices, limited timber availability and high electric rates were having an impact on
the state’s forest products industry even before this summer’s wildfires shut down timber
harvesting throughout western Montana. The outlook for the rest of the year offers the chance
for much more substantial effects, according to a researcher with The University of Montana’s
Bureau of Business and Economic Research.
Employment and production at Montana’s mills fell in the second quarter of 2000, said
Chuck Keegan, director of the bureau’s forest industry research. Montana’s lumber production
was down 4 percent from 341 million board feet during the first quarter of 2000 to 327 million
board feet during the months of April, May and June. Plywood production also decreased in
the second quarter, dropping to 160 million square feet from 165 million square feet.
Production employment in the second quarter was 4,524 workers, a decrease of 81
workers from the last quarter, bringing employment to its lowest level since 1992. Production
wages also dropped slightly in the second quarter, falling from $42.7 million in the first
quarter of 2000 to $42.5 million. These figures do not include the several thousand workers in
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logging, trucking and related jobs, and they refer only to production workers at timber
processing facilities and plants that process wood-fiber residue from timber-processing
facilities. Production workers account for 40 to 50 percent of the workers in the state’s forest
products industry.
A portion of the decline in the second quarter resulted from a curtailment at the
American Timber Co. sawmill in Olney. The outlook for the rest of the year shows little room
for improvement, Keegan said. Lumber and plywood prices are at their lowest level in years,
and increased interest rates and expected lower construction activity indicate continued low
prices throughout 2000.
Soaring power costs also are causing problems for Montana’s mills. Those that
purchase their electricity on the spot market have seen prices quadruple from a year ago,
leading to announced curtailments. Higher operating costs coupled with low lumber prices are
a dangerous mix, and it is not anticipated that either situation will be rectified in the near
future, Keegan said. Given these factors, as well as a projected decline in U.S. construction
activity through the next year, Keegan expects that production levels in Montana’s forest
products industry most likely will decline further throughout 2000.
With production levels already declining, the wildfires now raging across Montana and
other Western states are causing concern about how Montana’s forest products industry will be
affected. The short-term, mid-term and long-term impacts could be quite different, Keegan
said.
Timber harvesting, along with virtually all other outdoor activities, has been
temporarily prohibited throughout the western portion of the state until the fire threat
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diminishes. In the short term, the current ban on logging means that mills will be forced to run
down their inventory of logs or buy logs from outside the region to avoid curtailments. If the
ban is lifted in a tew weeks, the impact on mills could be minimal. However, if the fire season
is a long one, mills may run out of logs. Concerns over timber inventory at the mills, along
with the low prices, already have resulted in announced short-term closures or curtailments at a
number of the state’s sawmills and plywood plants.
For Montana loggers, who constitute about a third of the industry’s workers, the impact
has been more severe and immediate as they are forced to look for other means of support.
Some loggers have found work in firefighting activities, but others have been idle during what
is normally one of their busiest seasons.
When the logging ban is lifted, Montana’s forest products industry may, for a time, see
an abundance of timber on the market, Keegan said. Landowners faced with acres of burned
trees will be clamoring to sell whatever timber is salvageable to minimize value loss. In the
near term, a glut of salvage timber may lead to lower log costs and help mills deal with the low'
lumber prices.
The long-term impacts of the fire situation are difficult to judge. There has been timber
mortality that cannot be salvaged, and there will be more, Keegan said. This will reduce the
growing stock of timber for a time. On the other hand, public and private landowners may
undertake aggressive restoration programs to reduce overstocking on unburned lands as a
precaution against future fires, and this could lead to a longer-term increased flow of timber.
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